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Mexican oil-export prices have reached stability at relatively high levels, helping the government
compensate for reduced tax collections during the recent economic recession. In a report in late
August, the state-run oil company PEMEX said revenues from oil exports during January-August
surpassed original projections by about US$2 billion. Oil-export prices have remained above US$22
per barrel since February, contributing to the high revenues. "Oil-export prices have been running
about US$5 to US$6 per barrel higher than those we projected when we developed the 2002 budget,"
said PEMEX director Raul Munoz Leos.
An increase in prices in recent weeks is attributed to threats by the US government to attack Iraq.
Prices for the first 10 days of September were averaging US$24.25, compared with US$19.39 for
September 2001. On Sept. 10, Mexico's crude-oil prices were quoted at an average of US$25.25 per
barrel because of the market concerns about a possible attack on Iraq, a major oil-producing nation.
"The possibility of an attack on Iraq will continue to create a nervous and volatile market," said
Munoz Leos.
Prices have remained high in the face of steady increases in Mexico's crude-oil production. At the
end of August, Mexico set a production record of 3.34 million barrels per day, slightly higher than
the average of 3.15 million bpd for 2002. Of the total average production, only 2.13 million bpd
consists of heavy crude oil, used to produce unleaded gasoline and other high-value products like
diesel, lubricants, and petrochemicals. Even with the increased output this year,
President Vicente Fox's administration has pledged to work with other oil-producing countries
to keep international prices steady by limiting exports. In early August, Energy Secretary Ernesto
Martens said the Mexican government had no plans to boost crude-oil exports beyond the
current level of 1.66 million bpd. "Demand is not increasing as expected," Martens told reporters.
"Consequently, we will study the situation carefully in the coming weeks, and for now we will
maintain the current level."

Oil prices expected to remain high through 2002
PEMEX officials and private analysts expect oil prices to decline slightly in coming weeks but
to maintain relative high levels. The Banco de Mexico (central bank) and private analysts have
projected export prices for Mexican crude-oil exports to attain an average of US$20 to US$21 per
barrel, still about US$5 per barrel higher than the US$16 per barrel used by the administration to
draft the 2002 budget. Deputy finance secretary Ruben Aguirre said high prices would preclude
another reduction in the 2002 budget.
In April of this year, the Fox administration reduced public expenditures by 10 billion pesos (US
$1 billion) to compensate for a reduction in tax collections and other revenues (see SourceMex,
2002-04-10). The extra revenues will also help the government meet its goal of keeping the public
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deficit at 0.65% of GDP for 2002, Aguirre and other officials said. Still, the higher-than-expected oilexport revenues masked the financial problems facing the state-run oil company. PEMEX, which
transfers 35% of its annual income to the federal Treasury in the form of special taxes, reported a
loss of 6.5 billion pesos (US$652 billion) during the first half of 2002. PEMEX's total earnings for
January-June amounted to 146.1 billion pesos (US$14.66 billion), compared with 180.8 billion pesos
(US$18.15 billion) in the first half of 2001.
The Fox administration and Mexican legislators are considering legislation that would change the
tax structure for PEMEX, allowing the company to keep a larger share of its income to modernize
an aging and increasingly inefficient infrastructure. "Pemex has presented initiatives to modify the
tax framework to which it is subject (and) gain the autonomy to manage and contract public-works
services so the company can improve its operating efficiency," Munoz Leos said in a statement.
[Note: Peso-dollar conversions in this article are based on the Interbank rate in effect on Sept. 11,
reported at 9.96 pesos per US$1.00] (Sources: La Jornada, 08/28/02; Unomasuno, 08/08/02, 08/28/02;
El Financiero, 08/28/02; Associated Press, 08/26/02; Bloomberg news service, 08/07/02; El Universal,
08/02/02, 08/28/02, 08/29/02; The News, 08/08/02, 08/29/02, 09/11/02; La Cronica de Hoy, 08/28/02,
09/11/02; Reforma, 09/09-11/02; Milenio Diario, 09/11/02)
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